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The Company 


Aquitaine Company of Canada Ltd. 
(Aquitaine) is a public company 
engaged in exploration for oil and 
gas and hardrock minerals in 
Canada and the United States. It 
produces oil, gas liquids, gas and 
sulphur in Alberta and northwest 
United States and coal in 
Pennsylvania. 


The Company was incorporated in 
1963. In 1964 it acquired a minority 
share interest in Banff Oil Ltd., a 
small Canadian exploration 
company with which it then 
entered into joint oil and gas 
exploration. The team made its 
first discovery at Rainbow Lake in 
northern Alberta in 1965. The 
discovery developed into a major 
oilfield, and was followed by major 
gas discoveries in the Strachan 
and Ricinus areas of west-central 
Alberta in 1968 and 1969. 


Incorporated as a wholly owned 
subsidiary of Société Nationale des 
Pétroles d’Aquitaine (SNPA) of 
France, the Company went public 
in 1968. It acquired all of the 
business and properties of Banff 
Oil in 1971. In early 1975 it 
purchased Westrans Industries, 
Inc. (now Aquitaine Pennsylvania, 
Inc.) a company primarily engaged 


in coal production in Pennsylvania. 


The Company’s parent SNPA 
changed its name to Société 
Nationale Elf Aquitaine (SNEA) in 
1976 as part of a reorganization 
involving its own parent, 
Entreprise de Recherches et 
d’Activitiés Pétroliéres (ERAP), a 
French agency whose trade name 
Elf is associated with world wide 
oil and gas operations. In the same 
year the Company acquired the 
Canadian subsidiary of ERAP, Elf 
Oil Exploration and Production 
Canada Ltd., which had been one 


of the earliest oil explorers in 
northern Canada. 


The Company’s shares are now 
held approximately 4% by . 
investors in the United States and 
other countries, 21.2% by 
investors in Canada, and 74.8% by 
SNEA in France. SNEA in turn is 
owned approximately 75% by 
ERAP, with the balance widely 
held. SNEA shares are listed on the 
Paris and Brussels stock 
exchanges. The Company’s shares 
are held by approximately 6,100 
registered shareholders and are 
listed on the Montreal, Toronto 
and American stock exchanges. 


Aquitaine has wholly owned 
subsidiaries engaged in coal 
mining (Aquitaine Pennsylvania, 
Inc.), and in oil and gas 
exploration, and minor production, 
in the United States (Al-Aquitaine 
Exploration, Ltd.). Aquitaine also 
owns a One-third interest in 
Rainbow Pipe Line Company Ltd. 
which owns the oil pipeline 
connecting Rainbow Lake and 
Edmonton. Aquitaine holds a 23% 
interest in the new Stolberg sour 
gas pipeline in Central Alberta. It is 
also the operator of this pipeline 
which connects the Nordegg and 
Stolberg gas fields to the Ram 
River gas processing plant. 


The Company owns the Aquitaine 
Tower, a modern 20-storey office 
building in Calgary where the 
Company’s head office is located. 
It is currently building another 
20-storey office building on 
adjacent land with the completion 
date scheduled for late 1979. 


In 1978 the Company had 
income of $194 million, funds from 
operations of $91 million and net 


earnings of $41 million. In 1978 it 
produced and sold, after royalties, 
5.8 million barrels of oil and gas 
liquids and 33.6 billion cubic feet of 
natural gas. The Company sold 545 
thousand long tons of sulphur and 
1.3 million short tons of coal. It has 
418 employees in Alberta, 653 in 
Pennsylvania, 13 in Colorado and 
two in Switzerland. 


Comparative Highlights 


MILLIONS OF DOLLARS 


FINANCIAL (in thousands except per share amounts) 


Sales and other income 
Net earnings 
Per share 
Income taxes and royalties to governments 
Per share 
Funds generated from operations 
Per share 
Capital expenditures 
Oil and gas 


OPERATIONS 
Sales (net after royalties) 
Oil and gas liquids 
Thousands of barrels per day 
Gas 
Millions of cubic feet per day 
Sulphur 
Annual — thousands of long tons 
Coal 
Annual — thousands of short tons 
Acreage holdings (thousands of acres) 


Gross reserves 
Oil and gas liquids — millions of barrels 
Gas — billions of cubic feet 
Sulphur — millions of long tons 
Coal — millions of short tons 


GROSS INCOME 


30,899 


25,501 


126 
722 
11 
68 


FROM OPERATIONS 


a 


$163,787 
35,962 
$1.67 
119,556 
$5.55 
62,738 
$2.91 


33,730 
27,344 
1,521 


24,995 


% 
Change 


+18 
+14 
+14 
+11 
+11 
+45 
+45 


+135 
=36 


FUNDS GENERATED ae NET EARNINGS 


President's report 


Aquitaine marked its tenth 
anniversary as a public company in 
1978. Our Company recorded its 
best financial performance in its 
history with net earnings and 
funds generated from operations 
up 14% and 45%, respectively, 
compared with 1977. These results 
are attributable to higher prices 
received for oil, gas and sulphur 
and to a reduction in income taxes. 


For the first time total capital 
expenditures exceeded $100 
million. Aquitaine’s land and 
exploration expenditures increased 
130% in 1978 to exceed $63 
million. The return to date from 
this aggressive exploration policy 
is the addition of more than two 
years production to our gas 
reserves. Our plans for 1979 are to 
maintain the same high level of 
activity with a view to adding 
further to our reserves. Specifically 
in Alberta, we shall emphasize 
drilling and land acquisition 
programs. 


We are generally encouraged by 
government action concerning 

oil and gas exploration and look 
forward to continued support 
through these programs. However, 
we remain concerned by the high 
level of oil royalties levied by the 
Alberta government. At the 
Rainbow Lake oilfield 
approximately one-half of our 
production goes to the 
government in royalties. These 
revenues could otherwise be 
directed to increased exploration 
for and development of new oil 
and gas reserves and other energy 
sources. 


Federal tax incentives encourage 
exploration on our frontier lands. 
Aquitaine will be concentrating 
activity in the Beaufort Sea, and in 
the Hazen and Davis Straits. As 


well, we shall participate in a 
minimum of four wells on the 
Labrador Shelf over the next 12 
months. 


Aquitaine has entered into a long 
term agreement with another 
company to process natural gas 
from the Limestone field at the 
Ram River plant. This will provide 
an additional income source when 
processing commences in 1980 
and will permit the plant to 
Operate at an even more efficient 
level. Such processing agreements 
illustrate the value of our Ram 
River plant investment. 


During the year Aquitaine made an 
offer of approximately $23 million 
for all of the outstanding shares of 
Universal Gas Co. Ltd. Late in the 
year, we received approval from 
the Foreign Investment Review 
Agency for the takeover which has 
now been completed. This 
acquisition has added substantial 
amounts of natural gas to our 
reserves and 427,000 net acres to 
our land holdings. 


In the past year the coal industry in 
the eastern United States 
experienced troubled times. We 
were not alone in suffering the 
effects of the mine workers’ strike 
and weak markets. During the first 
half of 1979 we will complete our 
Capital expenditure program, but 
our Company will not get any 
benefit from its investments in 
the coal industry until a significant 
market recovery occurs. 


The Company is in a strong 
financial position with a low level 
of debt and a large annual cash 
flow. We will continue to 
strengthen our position in 
conventional areas through 
exploration and acquisition. As 
well, we are assessing the 
potential for heavy oil production 


on Our acreage and studying 
production technology. 


The Company now has 1,086 
employees and on behalf of the 
Board of Directors | want to thank 
them for their hard work and 
continuing efforts that have made 
possible the successes of 1978. 


The members of the Board would 
also like to express their gratitude 
to Jacques Payan for his 
dedication to the Company during 
the nine-year term he served as 
president. 


B. F. Ilsautier 
President 


Sales 


Summary 


Income, after royalties, from, sales 
of oil, gas liquids, gas and sulphur 
increased by $19 million or 15% to 
$144.3 million as the result of 
higher prices for oil and gas and 
both higher prices for and 
increased sales of sulphur. Sales of 
oil and gas liquids were $71.1 
million, up 12%; gas $53.9 million, 
up 11% and sulphur $10.6 million, 
up 40%. Income from coal sales 
increased 33% to $44 million (23% 
to $38 million in terms of U.S. 
dollars). 


Oil and Gas Liquids 

The continuation of the federal and 
provincial pricing agreement in 
1978 resulted in Aquitaine 
receiving price increases of $1.00 a 
barrel on both January 1 and July 
1. The wellhead price for the 
Company's Canadian oil and gas 
liquids increased by 19% to $12.15 
per barrel, of which the 
government received $5.77 as 
royalty. The average wellhead 
price obtained for U.S. production 
was $14.45 in terms of Canadian 
dollars. Royalties ranged from 
12.5% to 17% on U.S. production. 


Gas 

The Company’s gas sales, which 
averaged 145.5 million cubic feet a 
day, before royalties, were down 
7% from the year before. Sales, 
after royalties, declined 12% to an 
average 92.1 million cubic feet 
compared with 104.8 million cubic 
feet a day in 1977. This decrease 
was due to declining production 
from the Strachan field. The Ram 
River plant provided 92.5% of 
Aquitaine’s sales gas production. 


Income, before royalties, from the 
sale of gas amounted to $83.5 


million for an average price of 
$1.57 per thousand cubic feet. The 
price at the beginning of 1978 was 
$1.46 per thousand cubic feet. The 
average royalty rate on Aquitaine 
gas in 1978 was 35%. 


Sulphur 

Sales of Canadian sulphur 
continued to rise in 1978 with 
offshore exports reaching a new 
high. The outlook for 1979 remains 
extremely good as a result of very 
heavy world demand which started 
in mid-1978. 


Aquitaine’s net sales volume of 
sulphur increased by 15% to 
545,000 long tons. The average 
price per ton was $19.35, up 21% 
from the 1977 average of $15.97. 
Gross income, before royalties, 
from sulphur sales amounted to 
$12.2 million. Royalties on sulphur 
averaged 13%. 


Coal 


Apart from a short period in the 
second quarter when steel 
producers replenished their coal 
inventories following the miners’ 
strike, the market for metallurgical 
coal remained relatively soft 
throughout the year. The steam 
coal market, however, continued to 
be somewhat stronger. The 
Company is making every effort to 
arrange long-term contracts that 
allow for satisfactory price 
escalations for the sale of its steam 
coal production. It is also 
continuing in its efforts to find 
better markets for its metallurgical 
coal production. 


The average price to the Company 
for the 1,264,000 short tons sold 
was $30.33 U.S. per ton compared 
with $24.89 in 1977. 


OIL & GAS LIQUIDS SALES 


THOUSANDS OF BARRELS PER DAY 
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Exploration 


Summary 

In 1978, Aquitaine’s main 
exploration efforts were 
concentrated on conventional 
areas, particularly the Alberta 
foothills and deep basin prospects. 
Approximately two-thirds of the 
Company's oil and gas exploration 
expenditures of $63 million were 
spent on conventional areas, the 
balance being allocated to frontier 
areas. The Company obtained 
good exploration results in the 
Gold Creek-Elmworth trend in 
1978. 


During the year, Aquitaine and its 
wholly-owned U.S. subsidiary, 
Al-Aquitaine Exploration, Ltd., 
participated in drilling 114 
exploration and development 
wells, 32 of which resulted in oil 
wells, 26 in gas wells, 30 were 
abandoned, and 26 were drilling or 
suspended at year’s end. Of this 
total, the cost of 20 wells was 
borne by other parties. These wells 
resulted in seven discoveries and 
nine dry holes. Seventeen of the 
total 114 were development wells 
of which 14 were successful 
completions. In addition, an 
evaluation program of the 
Company’s heavy oil prospect at 
Cold Lake, Alberta, resulted in ten 
shallow test wells being drilled. 


Alberta 


In Alberta, the Company 
maintained its high level of 
exploration activity in areas 
offering potential for significant 
additions to its oil and gas 
reserves. These are in the Alberta 
foothills and in the 
Pembina-Brazeau and Gold 
Creek-Elmworth areas of the deep 
basin. Aquitaine participated in a 
total of 52 exploratory wells, 
acquired 26,700 net acres under 
licence and lease from the Crown 


AQUITAINE ACREAGE SHOWN IN ORANGE 
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PEMBINA-BRAZEAU-RAM RIVER 
1978 DRILLING ACTIVITY 


and carried out an extensive 
program of seismic acquisition in 
the province during the year. 


In the Alberta foothills, the 
Company has a 50% interest in a 
Mississippian gas discovery at 
Cutoff Creek north of Limestone 
Mountain. On this 40,000 acre 
block, Aquitaine is now 
participating in drillng two other 
structural prospects located six 
and 11 miles north of the Cutoff 
discovery well. 


In the deep basin area of Alberta, 
the Company is actively exploring 
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in two areas of large acreage 
representation, Pembina-Brazeau 
and Gold Creek-Wapiti. At 
Pembina-Brazeau, where the 
Company holds interests ranging 
from 25% to 100% in 207,000 
acres, one well is drilling on a 
Nisku prospect which is believed to 
represent a southwest extension of 
the West Pembina oil and gas play. 
In the western part of this acreage, 
a successful step-out to an earlier 
significant Cretaceous gas 
discovery at Owl River is being 
followed up by two wells, currently 
drilling, which could result in a 


3€ 1978 COMPLETIONS 
3% PREVIOUS TO 1978 


GOLD CREEK COMPLETIONS AND CURRENT ACTIVITY 


productive trend 13 miles in 
length. The Company’s interest in 
this play is 35.5%. 


Aquitaine has interests in the Gold 
Creek-Wapiti area, ranging from 
6.6% to 77% in 460,000 acres 
within the Elmworth gas play 
trend. The Company participated 
in 26 wells in this area during 1978, 
15 of which are being completed as 
potential gas wells in Cretaceous 
and Jurassic reservoirs with ten 
wells still drilling. It is anticipated 
that this same level of activity will 
be maintained throughout 1979. In 
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three other areas of the deep 
basin, at West Berland, Phoenix 
and Cow Lake, the Company is 
evaluating seismic in preparation 
for drilling in 1979. 


In the plains area of Alberta, 
drilling is continuing on a 7,500 ft. 
Slave Point test at Clearhills, an 
area of established Devonian gas 
reserves. Aquitaine’s interest in 
this project ranges from 25% to 
100% in 213,000 acres. At Barrhead 
‘on the northeast extension of the 
Nisku oil play, two wells drilling on 
the Nisku prospect, Archie and 
Freeman River, were abandoned 
early in 1979. Further seismic and 
drilling is planned in this area 
during 1979 to evaluate this and 
other prospects. 


British Columbia 
Drilling in the Fort St. John area of 


AQUITAINE ACREAGE SHOWN IN ORANGE 


British Columbia resulted in one 
Cretaceous gas well at Goose. 
Further drilling in this general area 
is planned for in 1979 on several 
prospects in areas where the 


Company has a good land position. 


Aquitaine presently has interests 
ranging from 18.75% to 37.5% in 
68,000 acres. Further north at 
Poplar, the Company’s drilling 
program, comprising a minimum 
of two wells, has been deferred to 
the winter of 1979-80 due to 
problems of contracting rigs. 
Interest in this area is 70% in 
155,000 acres. 


Yukon and Northwest Territories 


On the Hutchison Block in the 
Beaufort Sea, the Company 
participated in a twin well to the 
Ukalerk C-50 gas discovery, which 
was drilled to 7,561 feet in the 
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summer of 1977. This year’s Dome 
Gulf Ukalerk 2C-50 well, intended 
to evaluate deeper prospective 
horizons on the structure, reached 
a total depth of 16,250 feet on 
October 3, 1978. Due to adverse 
weather conditions, encouraging 
hydrocarbon indications in the well 
could not be tested before the end 
of the drilling season; the hole will 
be re-entered for testing in the 
early summer of 1979. Aquitaine’s 
39.65% interest in the 348,000 acre 
block will be reduced to 19.82% 
after all drilling options have been 
exercised by the farmee. Aquitaine 
participated for this latter 
percentage in the deepening of 
this test beyond the original 
contract depth of 12,000 feet. 


Farther to the east, offshore Cape 
Bathurst, Dome Petroleum Limited 
commenced on site preparations 


| GAS FIELDS 


for the Dome Aquit Kilannak M-76 
test, to be drilled in the summer of 
1979 at no cost to the Company. 
Aquitaine will have a 30% share in 
this project after Dome has earned 
its interest. 


The Imperial Isserk E-27 well, in 
which the Company participated 
with a 15.45% interest, reached a 
total depth of 13,519 feet. The well, 
drilled on pooled acreage in the 
West Beaufort Sea, tested six 
million cubic feet of gas per day 
from one horizon. A second 
wellsite on an artificial island, five 
miles to the north, is being 


OFFSHORE LABRADOR 
OFFSHORE BAFFIN ISLAND 


prepared for the 1979-1980 winter 
drilling season for further 
evaluation of this pooled acreage. 


In the Yukon Territory, the 
Company spudded the Aquit Alder 
YT C-33 test in the southeast 
corner of the Eagle Plains on 
March 8, 1978. The well was 
suspended during the April to 
November period, but resumed 
operations upon freeze-up. At year 
end the well was at 4,333 feet. It is 
licenced for a total depth of 14,000 
feet. Aquitaine has 100% working 
interest in this well. 


In the Arctic Islands, an artificially 
thickened ice platform was 
constructed in the Hazen Strait 
during the winter. Aquitaine has a 
25% interest in the test well 
currently drilling from the platform 
and in the 930,000 acre permit 
block surrounding it. 


Alaska 


On the Alaska North Slope, the 
Exxon Point Thomson Unit #2 well 
was drilled to a total depth of 
14,117 feet on a lease in which 
Al-Aquitaine had a 20% interest. 
The well tested 248 barrels per day 
of 21° API gravity oil. This wildcat 
was drilled at no cost to 
Al-Aquitaine; the Company retains 
a 10% interest in two leases, which 
are included in the Point Thomson 
Divided State Drilling Unit. 


Eastcoast Offshore 

On the Labrador shelf, the 
Newfoundland government 
granted provincial permits 
encompassing 18 million acres to 
the Labrador Group, in which 
Aquitaine has just increased its 
interest to 18.83%. The Group also 
holds federal government permits 
totalling 25 million acres for the 
same and additional lands. During 
the year Total Eastcan drilled and 
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abandoned one well, while a 
second, Total Eastcan et al 
Roberval L-92 was started and 
temporarily suspended at 5,510 
feet for deepening and completion 
in 1979. Three drilling vessels will 
be active during the 1979 summer 
season, drilling four to five wells. 
Changes in the structure of the 
Group were announced in 
February, 1979 whereby 
Petro-Canada will become operator 
in 1980. 


In the Davis Strait area off Baffin 
Island, Aquitaine, as operator of 
the Baffin-Labrador Group, 
conducted all necessary studies in 
preparation for the drilling of a 
wildcat well on Aquitaine permits 
in this northern part of the 
Labrador Sea during the summer 
of 1979. On January 18, 1979, the 
Group received clearance from the 
federal government to make an 
application for a drilling licence. 
Aquitaine has a 25% working 
interest in the well and will, after 
earning wells are drilled, have a 
55% interest in the prospect. 


Offshore Greenland 


The TGA/GREPCO Group, in which 
Aquitaine has a 29'/6% interest, 
relinquished its concessions on the 
southwest Greenland shelf on 
December 31, 1978. 


Northern United States 
Al-Aquitaine participated in 30 
wells resulting in 20 oil wells, 
seven dry holes, and one 
suspended well. It also retained an 
overriding royalty interest in 11 
additional wells, three of which 
were completed as producers. 


During the year, Al-Aquitaine 
maintained a 25% interest in 
approximately 2.6 million gross 
acres of Burlington Northern land 
spread over the states of North 


Dakota, Montana, Washington and 
Oregon. Exploration efforts were 
concentrated on acreage located 
within the Williston Basin where 
potential for multi-pay oil 
prospects was confirmed by 
industry activity results. Two rigs 
will remain under contract through 
1979 and will help evaluate 
additional prospects generated 
over this area of high oil potential. 
The exploratory agreement with 
Burlington Northern has been 
extended through 1979 with the 
option acreage reduced to 
2,169,000 gross acres. 
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T. R. RANCH FIELD 
NORTH DAKOTA 


Al-Aquitaine has participated in 
four development wells in the T.R. 
Field, North Dakota, discovered in 
July of 1978, which produces from 
Mississippian formations. The 
Company has a working interest 
varying from 6.25% to 50% in 
about 5,360 gross acres within and 
around this new discovery. Two 
new wells are presently underway 
and it is anticipated that the 
Company, as operator or as a 
working interest party, will 
participate in six to eight new 
development wells in 1979. 
Nearby, several promising 
anomalies with potentials similar 
to the T.R. Field will be tested in 
the coming months. 


SASKATCHEWAN 


MONTANA 
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In northeast Montana, 
Al-Aquitaine, as a partner in the 
McCabe Joint Venture, 
participated in four exploratory 
tests, resulting in two Red River oil 
discoveries. 


Sustained exploratory and 
development drilling activity in the 
northern U.S. is expected in 1979. 


Geothermal Exploration 

No field activity was carried out on 
the Company’s Nevada properties 
during 1978. A drilling location has 
been selected and a well will 
probably get underway later in 
1979: 
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Mining 


The Company continued to explore 
for uranium and base metals 
during 1978. The exploration 
budget was $1.8 million. On a joint 
venture in northern British 
Columbia, drilling has resulted in 
the discovery of a sizeable sulphide 
zone with very interesting 
showings of lead and zinc. 
Exploration will continue on this 
prospect in 1979 to determine if 
the deposit is of commercial grade. 
Aquitaine’s interest in the joint 
venture is 33%. 


An expanded uranium exploration 
program during 1978 has resulted 
in the discovery of mineralization 
of commercial quality in the 
Dismal Lakes region of the 
Northwest Territories. In Nova 
Scotia, the discovery of uranium 
mineralization over a fairly large 
area has resulted in the acquisition 
of substantial land holdings. A 
comprehensive exploration effort 
to evaluate these showings will be 
made during 1979. 


12 


Production Operations 


Summary 


Aquitaine’s 1978 oil and gas 
operating profit of $95.8 million 
was up 11% as a result of price 
increases and the smooth 
operation of both the Ram River 
and Rainbow Lake plants 
throughout the year. Operating 
costs for oil, gas and sulphur 
increased by 8% to $15 million, 
compared with a 14% increase the 
year before when the Ram River 
plant had its major maintenance 
turnaround. 


Oil 

A shortage of rigs available for 
contract resulted in very few 
development wells being drilled in 
the Rainbow field in 1978. A new 
rig has been contracted for 
Rainbow and continuous drilling to 
meet production commitments will 
start early in 1979. 


Gas 


The Ram River plant operated 
satisfactorily in 1978 with 
production up slightly from 1977. 
Aquitaine’s share of sales gas at 
49.1 billion cubic feet was down 
7.3% from its 1977 share, for the 
reason discussed in the Sales 
section. 


To maintain deliverability from the 
Ricinus West field Aquitaine 
recompleted a well, which had 
been used as a water disposal 
well, to a gas producer early in 
1979. The Company is also adding 
raw gas compression facilities 
which will be operating in 1980. 


Further evaluation of Rainbow 
Bluesky shallow gas wells drilled in 
1977 was completed during the 
year. These wells will be tied into 


the Rainbow processing plant in 
1979 and the gas utilized for plant 
fuel. 


Sulphur 


Aquitaine’s share from Ram River 
at 951,000 tons was down 4.2%. 
Sulphur production from other 
areas amounted to 30,000 tons. 


Coal 


Both coal production and coal 
shipments showed increases in 
1978 despite the miners’ strike 
which virtually brought the 
industry in the eastern U.S. to a 
halt in the first quarter. Production 
for the year increased by 4% or 
68,000 tons to 1,674,000 tons and 
shipments increased slightly to 
1,264,000 tons. This increase was 
brought about by the use of two 
large electric shovels which were 
in full operation for most of the 
year, in addition to the startup of a 
new underground mine in the third 
quarter. 


The increase in coal production 
and in the proportion of 
metallurgical coal sales represents 
the initial effect of the capital 
expenditures made during the past 
two years to improve and expand 
the Company’s production 
facilities. The final phase of this 
program will be completed in the 
first quarter of 1979 with the 
erection of a 32-cubic yard walking 
dragline. 


Stolberg Pipeline and Production 
Facilities 

Construction of the Stolberg sour 
gas pipeline was completed in 
1978. Construction of the 
gathering system was delayed 
until the winter of 1978-79 to take 
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advantage of the frozen ground. 
Startup of the complete facilities is 
scheduled for May, 1979. The 
system will deliver approximately 
70 million cubic feet of sour gas a 
day from three gas pools in the 
Stolberg-Nordegg area to the Ram 
River plant for processing. 


Ram River 


A new unit for the removal of 
hydrogen sulphide gas from liquid 
sulphur, currently under 
construction at the Ram River 
plant, is scheduled for completion 
in the spring. Removal of the gas 
will make liquid sulphur both 
easier and safer to handle and 
ship. 


The Company plans to start 
removing sulphur from the block 
and is currently constructing 
remelting facilities which will be 
operating before mid-year. 


Beaverdam Heavy Oil 


As a follow-up to its 1977 and 1978 
evaluation program in the Cold 
Lake heavy oil area, Aquitaine has 
entered into a five-year agreement 
for the development of heavy oil 
production technology. 
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Financial Review 


Operations 


Net earnings increased 14% to 
$40,914,000 ($1.90 per share) in 
1978 from $35,962,000 ($1.67 per 
share) in 1977. 


Funds generated from operations 
in 1978 were $90,718,000, a 45% 
increase over the previous year. 
Contributing to this increase were 
higher operating profits from oil 
and gas and reduced current 
income taxes, the latter being a 
result of tax credits earned from 
the Company’s expanded 
exploration program. 


Income from sales and other 
sources in 1978 was $193,919,000 
compared with $163,787,000 for 
the prior year. The reader is 
referred to the Sales section on 
page six for comments on changes 
in this area. 


Oil and gas operating expenses 
were $14,840,000. These costs 
were up only 8% over 1977, 
despite higher payroll and sulphur 
facility costs. Higher coal operating 
costs reflect growth of staff, 
processing more metallurgical 
grade coal and increased wages 
and benefits following the 
settlement of the miners’ strike in 
late March. 


Administrative costs increased 
25% from $8,770,000 in 1977 to 
$10,968,000 in 1978 reflecting the 
substantial expansion and growth 
of the Company during the year. 
The increase is attributable to the 
addition of 33 employees to 
administrative staff and general 
increases in salaries and other 
administrative expenses. 


Interest expense in 1978 was 
$7,525,000, up 60% from that 
reported in 1977. An 18% increase 


in average debt outstanding in 
1978 over 1977 together with 
higher interest rates accounted for 
this increase. 


Depletion and depreciation were 
slightly higher than in 1977. The 
increase in these expenses 
because of the significantly higher 
capital expenditures was largely 
offset by the discovery and 
addition of 5,000,000 barrels of oil 
and gas liquids and 103 billion 
cubic feet of gas to the Company’s 
reserves during the year. Earnings 
in 1978 were charged with the 
write-off for costs associated with 
concessions granted by the Danish 
government to conduct 
exploration offshore Greenland. 
Such exploration was conducted 
without success and the 
concessions were abandoned in 
1978. 


Income taxes were 50% of 
earnings before such taxes 
compared with 55% in 1977. This 
reduction results from the tax 
credits earned, referred to above, 
which more than offset the 
non-deductibility for Canadian 
income tax purposes of losses 
from the U.S. coal operations and 
increases in royalties. 


Capital Expenditures 

The Company’s activities reached 
an all time high in 1978. Total 
capital expenditures were 
$100,965,000 up 61% from 1977. 
Of this total 78% was devoted to 
oil and gas, of which $48,990,000 
went to exploration, nearly three 
times 1977 expenditures, 
$14,496,000 to land and rentals 
mainly in Alberta, and $15,692,000 
to development, plant and 
equipment. 17% of the total capital 
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PROCESSING 
INCOME 


1978 


expenditures were made on the 
Company’s coal operations with 
the balance on mining exploration 
and the commencement of 
construction of a new office 
building in Calgary. 


Working Capital 

The Company’s working capital at 
December 31, 1978 was 
$30,899,000, an increase of 24% 
over 1977. This improvement is 
primarily a result of funds 
generated from operations and 
increases in long term debt. Bank 
loans and commercial paper 
supported by long term lines of 
credit which existed in 1977 were 
largely replaced by $30,000,000 
U.S. of 934% notes due in 1998 
with repayments commencing in 
1981 and a $30,000,000 U.S. bank 
loan repayable in 1984. This more 
permanent financing increased 
working capital by reducing the 
current portion of long term debt 
by $10,022,000. The other major 
increase in long term debt was a 
15-year office building mortgage of 
$12,000,000. 


Dividend 


A dividend of 39¢ per share, the 
maximum payable under Canadian 
anti-inflation legislation, was paid 
in 1978. This was an increase of 7¢ 
per share over the 1977 dividend. 
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INFORMATION ON VOTING SHARES 


Price Ranges (High-Low) 1978 1977 
Toronto Stock Exchange 
First’ Quarter 2 ee oer: 17% - 14% 177%- 14% 
SecondlOuanienea ane eer 19% - 15% 17% - 14% 
ThitctOUanterkn tains cnetrcnt eee ere 23% - 17 17% - 14 
Founths@Uante remem icnre rae 21% - 18% 17% - 14% 
American Stock Exchange 
First(Quarteie meee ee 15% - 13% 17% - 14% 
Secondr@Uante reser 154% - 13% 16 -14% 
ThirdOuarterss see te eee 20% - 14% 16% - 13 
Fourth Quarters: ee cere 18% - 15% 16 -13% 
Dividend per Share..............4..... 39¢ 32¢ 
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19779) 1978 19799) HIGHEST CLOSING MARKET QUOTATION ON THE TORONTO STOCK EXCHANGE 


LONG TERM 
DEBT 


21% 


SOURCE OF FUNDS 


OPERATING INCOME TAXES 
COSTS 14% 
20° 


DISTRIBUTION OF INCOME 


APPLICATION OF FUNDS 


Corporate Affairs 


The Environment 

Aquitaine is dedicated in all its 
operations and activities to the 
best principles of environmental 
management. A staff 
environmental advisor is 
responsible for the Company’s 
environmental programs. In 
addition, each operating group is 
responsible for awareness and 
maintenance of environmental 
policies and actions. As a result, 
Aquitaine meets or exceeds 
environmental standards required 
by legislation. 


The Company is well represented 
in the majority of Canadian 
environmental organizations, 
particularly those relating to the 
petroleum industry and the Arctic. 
This participation enables the 
Company to gain a better 
perspective on environmental 
trends and issues. 


Aquitaine, through its policy of 
co-operation and liaison also 
endeavors to maintain good 
relations with government and the 
concerned public. 


The People 

Aquitaine could not have achieved 
the degree of success it did in 1978 
without the efforts of its 
employees. At year end out of a 
total of 418 employees in Canada, 
286 worked in the Calgary office, 
82 at the Ram River plant and 50 at 
Rainbow Lake. Another 13 worked 
out of the Denver office, 653 for 
the Aquitaine Pennsylvania, Inc. 
coal operation, and two were in 
Switzerland. 


To make Aquitaine a better place 
to work, the Company continually 
attempts to enrich its job 
opportunities. It provides pension, 


medical, insurance and savings 
plans. And in the area of 
education, the Company 
encourages and pays for 
employees to upgrade their 
qualifications. Through the 
summer student program, selected 
students in petroleum related 
disciplines are given the 
opportunity to work and gain 
experience in their chosen fields. 
Aquitaine provides funding for 
scholarships, building programs 
and research at educational 
institutions. 


Aquitaine has established itself as 
a leader in safety in the petroleum 
industry. The Company has 
received awards and recognition 
from both industry and 
government signifying the 
awareness that plant and field 
personnel have for safety. Staff 
members are active in safety 
organizations and in arranging 
safety seminars for the industry. 
Regular safety meetings are held 
in-house to train and upgrade 
employees in safety procedures; 
in-house hydrogen sulphide gas 
training and special bush survival 
courses are provided for 
employees. 


The Community 

Aquitaine, as an active corporate 
citizen, endeavors to support the 
community in which it operates. 


The Company has maintained over 


the years an innovative approach 
to funding community groups and 
organizations. The greatest 
emphasis has been on support of 
the arts. In 1978 the largest single 
portion of the Company’s 


donations budget went to arts and 


culture. Newly formed artistic 
groups and associations which 
have shown strong potential as 
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well as groups and events that 
relate to youth received high 
priority for support. 


Reserves 


The Company’s gross proved 
reserves, as calculated by 
Aquitaine’s geological and 
engineering staff, are summarized 
in the accompanying table. Proved 
reserves for this purpose are those 
which are recoverable at 
commercial rates under present 
depletion methods and current 
operating conditions, costs and 
product prices. No allowance has 
been made for probable additional 
reserves which may be recoverable 
by more efficient production 
methods or improved economic 
conditions. 


Natural gas reserves increased by 
50 billion cubic feet or 7% to 722 
billion cubic feet due mainly to 
discoveries and extensions in the 
Gold Creek and Hotchkiss areas of 
Alberta. The largest reserve 
additions were in the Gold Creek 
area, which includes the Elmworth, 
Steep Creek, Lator, Big Mountain, 
Karr and Wapiti areas. There were 
also increases in reserves assigned 
to the Cutoff area and some gas 
pools in Rainbow. 


Oil and gas liquids reserves 
declined by six million barrels to 
126 million barrels as proved 
additions did not completely 
replace production. Sulphur 
reserves declined by one million 
tons due to sales and repayment of 
previous sulphur exchanges. Coal 
reserves increased by 12 million 
tons to 68 million tons through 
purchases of reserves and 
additions. 


Acreage Holdings 


GROSS PROVED RESERVES (before royalty) 
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Reserves at January 1, 1978 
Discoveries and additions......... 
SalGS ot Foes to eee eR ee ere 
Reserves at December 31, 1978 ... 


1978 1977 
(Thousands of Acres) 
OIL AND GAS LEASES Gross Net Gross Net 
British columMbia wee et ee 622 281 539 254 
A DERG meth ee Soe lee cn wie 1,533 672 1,546 657 
SaskatcheWanikern.. ere Sevan oa; 7 1 103 1 
Northwest Territories............. 105 95 540 508 
BEAUTOMELO Ed Pee nA aan 35 10 —- -- 
PALGUCMre ete Seen he epee Tee nl) ce 33 33 — — 
PlASKan et res enh enue: 26 7 26 7 
NiOMtanaane ae eee et ee: 886 295 986 347 
Northwmakota Bum tos woe: 98 36 68 2a, 
SouthwDakOtawence sone late: 1 1 1 1 
VU MONIC mee easier ae hn. ee. ats 15 3 21 6 
OIL AND GAS RESERVATIONS, 
PERMITS, LICENSES AND 
CONCESSIONS 
SOS GOW scoccancanaaucace 244 150 418 223 
PIDEEtAa tems temic vata star erent. 297 89 335 88 
Northwest Territories............. 1,801 1,059 2,424 1,760 
BOAUIOLU SCdmettant ata oes Bae 9,288 5,294 6,428 3,539 
Arctic ISlandSa ape a ee 13,773 9,982 22,461 16,020 
RudsSOnIBaV ere tore eee es 1,178 384 6,267 2,092 
East Coast Offshore erm eee. 28,547 6,934 32,963 7523 
Greenland toa ee ete le — — 1,332 388 
BituinnnOUS Gandseen eee ae 50 25 50 25 
HOVAROIZAND 
GAS ACREAGE pee et tn, 58,539 25,351 76,508 33,466 
Mineral permits 
Aan GEClaliniSematta teers 176 99 a7, 117 
Geothermal leases ............... 46 25 48 26 
Coal 
FennsyiVaniaeceiac sae coronso. 26 26 30 30 
Oil & gas liquids Gas Sulphur Coal 
(millions of (billions of (millions of (millions of 
tank barrels) cubic feet) long tons) short tons) 
Nee 132 672 12 56 
5 103 — 13 
(11) (53) (1) (1) 
126 W22 11 68 


Well Drilling Record 


Aastra 
Shere of 
7 pie 
ce! Da iti ona at 
’ ost 7 
(%} %} = Veer eed 
AQUITANIE OPERATED EXPLORATORY WELLS . 
erta : 
Aquit et al Wolf Ck 10-21-52-15 bl Rother Tiree Seer 33.3 3 ee Weti 
Aquit et al Mayton 7-31-34-28 W4M . scat ain Sige 412 2080 it Wet 


Aquit Grey Owl Ck 7-12-43-13 W5M . ery. ) 
Aquit Stolberg 10-15-42-14 W5M ...... wenn OO tans Ow 


Aquit et al Chinchaga 11-13-96-7 W6M . 95.5 4 70 Aba 
Aquit et al Ow! River 6-6-46-15 W5M . 33.3 3 Drifiing 
Aquit Chinchaga 7-36-96-6 W6EM ..... . 100 190 oe 
Aquit et al Rar River 6-11-36-13 SSE eS See re A Sa 50 od . _Dettting 
British Columbia 
Aquit et al Donnamarie a-93-C, 94-0-6 . 0.0... eee eet TES 70 6 e Abandoned 
Yukon f 
Aquit Alder YT C-33 66-00: 136-45... Ovey cis hia atin gin este ne 100 % Dring 
North Dakota 
Al-Aquit GPE BN #1 Sec.& T43N-T00W eta 25 a oon Abandoned 
Al-Aquit Crystal State 1-13 Sec. 13-147N-101W . ... 50 2% a4 Gil Welt 
Al-Aquit Crystal State 1-24 Sec.24-141N-101W..... 2... asin 25 s,A00 ‘Oil Wet 
Al-Aquit Crystal Gulf State 3-24 Sec.24-141N-101W .. 0.20... 25 25 9.400 On Welt 
Pha OPERATED DEVELOPMENT WELLS 
erta 
Aquit Mobil Rainbow 10-15-109-8 WEM =é veresacay Oe 0 9,66) Ov Welt 
Aquit Mobil Rainbow 12-32-109-8 W6M ... , i ve 60 6.798 Oi Weil 
NON-OPERATED EXPLORATORY WELLS : 
Alberta 
Canhunter et al Simonette 10-8-63-1 WEM . 83 88 8.430" ed 
Amoco et al Steep Creek 7-7-65-7 W6M . : : 4.3 $3 wW4bo Gas Well 
Mesa et ai Cranberry 10-27-96-2 W6M 26 28 2,428 Weil 
Sabre et al Metiskow 12-4-40-4 W4M . . Ni 437 2,842' Weil 
Home et al Wolverine 10-2-99-17 W5M 26 i) 4.396 Gan Weil 
Total et al Sutton 12-2-91-4 W6EM............. NIL 42,7 3.264 Abandoned 
Canhunter et al Gold Ck 11-1-66-5 = Noh taie thas cae ae 2.3 $.230' Gas Well 
Home et ai Carcajou 7-3-102-19 WS5M . Shast : a0 eld 1,088 Abandoned 
H.B. et al Peel 7-23-101-18 W5M ..... ors ve Se 30 30 450% Abandoned 
Amoco et al Ow! River 6-3-46-17 WS5M . Aap er ects vo Se 38.6 1§,952' Gas Well 
Amoco et al Wapiti 11-26-68-8 WM .............. : 67 67 8,330 Abandoned 
Canhunter et al Gold Ck 6-9-66-5 WOM ....... wets «ane 9.3 8,870 ped 
Shell et al Clearwater 10-24-35-12 WSM .... 25. 25 6,488" \ ned 
Canhunter, et al Lator 11-27-63-2 W6M ee . 96 9 16,020 Gas Weil 
Mobil Aquitaine Cutoff 11-2-36-12 W5M......... 50 $0 Deli : 
Ranchmans et al Cross 6-11-27-1 WSM oo. . 16,7 16.7 §,690" Abandoned 
Amoco et al Big Mtn 6-22-67-8 WEM . . 83 8.3 10,269" Gas Wail 
Amoco et a! Wapiti 6-8-67-9 WEM . 1 OF 6.7 14,716" Gas Well 
Canhunter et al Karr 10-4-65-2 W6M - : Be 8.7 9,301 Gas Well 
PEX et al Lator 2-29-62-3 W6M » 9 93 15,544’ = wai 
Amoco et ai Big Mtn 6-7-66-6 ROP estates ateauns 67 6.7 12,447 iS 
Leddy Aquit Penhold 16-10-36-27 W4M . 50 50 1229 Abandoned 
Amoco et al Steep Creek 10-29-65-8 WeM . 6,7 6.7 12,281" Gas Weil 
Canhunter et al Karr 6-13-64-2 W6M . . ha 11.1 9,354’ Gas Well 
Canhunter et a! Karr 6-15-66-3 W6M . . 20 20 8,696" Gas Well 
Amoco et al Wapiti 7-26-68-9 W6M ...., . 6? 6.7 9,641" Gas Well 
Amoco et al Wapiti 10-7-68-9 WEM . « SF 6.7 rae 
PEX et al Lator 7-24-63-3 W6M 9.3 93 10,390' Gas ii 
PEX Gold Creek 10-6-68-5 W6M... 33 3.3 8,507’ Abandoned 
Amoco et al Big Mtn 6-14-68-6 W8M 67 6.7 ig 
Dome et ai Provost A1-25-36-5 WAM , a7 27 3,342" Gas Well 
Amoco et al Brown Creek 11-22-44-16 WEM 27 237 Drilling 
Canhunter et al Goid Creek 10 23.65-5 WM @3 33 Drilling 
Amoco et al Steep Creek ?-26-65-) Weil 87 6.7 ASiregy 
Mobil et al Archie 1-17-65-8 WEM 33 33.3 
Amoco et al Big Mountain 11-23 GG-4 WEM, 23 83 Oring, 
Amoco et ai Steep Creek 71. 9-858 WOM 6? e? Ordibinag 
Mobil et al Freeman R_ 7.21-64-6 W5M BR) 5 Orang 
Canhunter et ai Gold Creek 66-65-2 WOM 70.1 7m Oriiivag 
Amoco et al Yornan_7-27-66-9 Pee a7 &? Oethng. 
Amoco et al Steep Creek 10-17 66-6 WaM 6? a? ad 
British Columbia 
Westcoast ¢! al Goose 2-28-84-2) WAM 126 8 >. hob ee Ame 
Highfield et al Boudreay 11-19-84-21 WEM * 3.7 6 e8 Ses Wee 
Beaufort Sea 
imperial Guif et al Isgerk E-27. 70-00 184-90 be] awe on Wet 
Dome et al Ukaterk 2C-50- 76-19. 182-36 tit 12 1 ee 8 Te 2me" vane tn! 
HR to 7 

Labrador Shelf 
Total Eastcan et al Skoip E-7 8-30-0145... a3 33 VS 
Total Eastcan et af Roberval (92 56-00, 55-90 ‘ 3.2 33 5. shy 
Montane 
Terrapet Rudolph # 1.8 Swe, &29N S7E a» 20 1280 
Getty Tri County #1 See, 23-55-44 aa 25 : 28 
Terrapet Harmon #1-32 Sec 32-27h SBE 23.7 237 team 
epee en Oe aaa be 25 § = 

errapet riptett 1 jac. 1 S & ae 
Texaco BN “L” #1 See. 19-22, GRE 125 126 “2 
Terrapet Sharman #1.2 Sec. 2-26N G4 ay \\ oe 
LL&E MT. Hatley #1 Sec, 10-23N-SaE 25 @ oe 
Terrapet/Al-Agquit Botstad #117 Sec 17 STN SBE 2 eg 
ere ens 38 bec. 36 aN SE +] us i Wt 

pad if 7-3) 32 1 ' "2 

E GN #1 Soest 21N-60E S Bs a) . +4 

Jenne theusen #15 oer 3-28. SBE 9 


North Dakots 
GPE/Al-Aquit BN #1 Sec. 19- 47N-OSW 
GPE BN #1 Sec 9 146N-100W 


oem 
“ 
» 
2 


Terre Messersmith #1-1 Sec 1 14aN toaw é ‘.ary 
Terra Federal #112 Sec, 12-144 104W ; ee 
Alasks 
Exxon Point Thompson Unit #2 Sec 29N 22E UM Nik me ng, FT 
NON-OPERATED DEVELOPMENT WELLS 
PEs ot ol Later 1031-622 WEM ‘ ‘ yeens as ts a7 Arena 
GPE BN #1 See. ¥ 52 paige 26 9 Pets} (OQ Wess 
GPE ON 2 See 1A7N-T0RW Sagas bs % ina 
‘Chambers #2-22 Sec. 22-147N-101W .........., i 62 62 = 
T ‘Ol Rivet #1 be a gl tikes : , 82 
eat BN #1 Sec. 13-147N-104W . a ae 18.7 2. Qu 
’ FLEE, PO a errr ere 9 
9.4 9,197 Ow 
Shel BR 205-0 2a 19 See. JOZON SDE o4 privog. 


UNIT WELLS 
In other 1978 drilling in. 
Aquitaine had a 7.4% int 
two unit wells, one of 
oi! well, the othera potential 
well. 


FINANCIAL STATEMENTS 


SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

The Company follows the generally accepted Canadian accounting policies set out below. These 
policies, together with the following notes, should be considered an integral part of the consolidated 
financial statements. 


PRINCIPLES OF CONSOLIDATION 

The consolidated financial statements include the accounts of Aquitaine Company of Canada 
Ltd. and all of its subsidiaries (the Company), except for an insurance subsidiary which is included in 
investments and other assets at cost. 


FOREIGN EXCHANGE 


Accounts in foreign currencies have been converted to Canadian currency on the following 
bases: 


(i) current assets and current liabilities at the exchange rate on December 31; 

(ii) properties, plant and equipment, investments and other assets, long term debt, income and 
expenses at the exchange rate in effect on the date of the transaction; 

(iii) accumulated depletion, depreciation, amortization and deferred income taxes and current provi- 
sions against earnings on the basis of the converted value of the related assets. 
Exchange gains or losses are included in determining net earnings for the year. 


PROPERTIES, PLANT AND EQUIPMENT 

The Company follows the full cost method of accounting for oil and gas properties. Separate 
cost centers have been established for North America including the Arctic Islands and foreign juris- 
dictions, the latter generally on a country by country basis. Under this concept all costs, including a 
portion of administrative expenses, relating to the exploration for and development of oil and gas 
reserves are capitalized. Depletion of such costs is provided for by the unit of production method 
based on each cost center's total estimated recoverable reserves of oil and gas. 


The costs of exploration and development of coal properties are capitalized with depletion being 
provided for by the unit of production method based on the estimated recoverable reserves of coal. 


Costs related to mining properties including a portion of administrative expenses are capitalized 
when acquired or undertaken. A regular charge is made to earnings for amortization of undeveloped 
mining properties. When the properties are abandoned their cost is charged against the accumu- 
lated amortization and any excess of abandonments over the accumulated amortization is charged 
as additional amortization against current year’s earnings. 


Depreciation of oil and gas plants and production equipment and coal preparation plants is 
provided for by the unit of production method. Depreciation of other coal equipment and other 
assets is provided for by the straight-line method at rates of from 4% to 30%, based on the esti- 
mated service life of each group of assets. 


Upon disposal of oil and gas properties, plant and production equipment, the proceeds and 
applicable accumulated depletion and depreciation are normally applied to reduce the cost of the 
remaining assets without recognition of gain or loss. In the case of coal properties, plant and equip- 
ment, and other assets, the difference between the proceeds and net book value is charged or cre- 
dited to earnings. 


Maintenance and repairs are charged against earnings, and renewals and betterments which 
extend the economic life of the properties, plant and equipment are capitalized. 


JOINT VENTURES 


The Company conducts substantially all of its oil and gas exploration and production activities 
on a joint venture basis. 


INCOME TAXES 


Income taxes are accounted for by the tax allocation method. Under this method income tax 
expense is determined on transactions affecting net earnings as opposed to when such items are 
recognized for tax purposes. Differences between the total income tax expense and taxes currently 
payable are reflected as deferred income taxes. Tax benefits from earned depletion and the frontier 
exploration allowance are reflected as a reduction in taxes in the year claimed. 
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CONSOLIDATED BALANCE SHEET 


As at December 31, 1978 and 1977 


1978 1977 
Assets (thousands) 
CURRENT ASSETS 
CASH a aie ee a he Pe lala es Te ned oe Oh $ 868 S27 614 
Short:tenm InVestMents vi 56) wie eae ae ise te Sa eee 17,958 61,520 
Accounts receivable: ettiiise cid oa ae gad a a ater ea 46,447 34,076 
Inventories of materials, supplies and coal 
at lower of cost.or replacement Cost i. es ils teas ates 11,477 6,107 
Prepaid: ExPenSesy. iy cgFiin elec tole bh acraah eens a Gu MG NL an eae ie 2,374 3,087 
‘ 79,124 105,301 
INVESTMENTS. AND'OTHER: ASSETS 03 s0e38 aac auc woot orale 12,804 6,539 
PROPERTIES, PLANT AND EQUIPMENT (Note:2)" .c2¢ cscs 436,255 376,518 
$528,183 $488,358 
Liabilities 
CURRENT LIABILITIES 
Bank: loan 2c 5s 2aen bia a ba ee ale a we Oo ea aT a a $ — $ 21,888 
Accounts payable and accrued liabilities .................0.- eee 41,601 26,391 
Income taxes: payable: s 3.4 ide We te ie Os er aa an eit 5,572 20,953 
Current portion of long term, debt teas Sac ee ee eerie 1,052 11,074 
48,225 80,306 
LONG TERM DEBT less current portion (Note 4)................. ney 79,556 54,359 
DEFERRED: INCOME TAXES Vain a ae rc tec a mahal iene 78,524 64,321 
206,305 198,986 
y es 
Shareholders’ Equity 
CAPITAL STOCK 
Authorized — 23,000,000 shares without nominal or par value 
Issued: 2.1 557/798 Shares: ong ey va tae ou eee a aN geo a 131,588 131,588 
RETAINED:EARNING Si iisSoct 5 ic ee Soe eases Oak Wate a ome errraae 190,290 157,784 
321,878 289,372 
$528,183 $488,358 


Signed on behalf of the Board 


Director Director 
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CONSOLIDATED STATEMENT OF NET EARNINGS 


For the years ended December 31, 1978 and 1977 


INCOME 
Sales 
Oil, gas, liquid products and sulphur after 
deduction of royalties (1978 — $91,661; 1977 — $75,472) ..... 
ey OT RN ag WE ANSE rca TLS BY iy Sa ee Pe a 


EXPENSES 
Operating 
invadas, MOMIC Products and, SUIDNUN eee seek Fale eel 
PPR UCM aan We ue Tecan ire sepa uae wale sie aie iad’ em wale 008 


NCA EIARTNES CIC Gn ener crt eg ge ene TRUS RL b Ro EU at Nig Beit leaegsy he 
12) HSN SST nS a SS ed Ie a ae a RG aan eae 
BA SOS TERI EA Ee NRG ED SSI ANE LTR OILERS AOE Cn on eat 


EARNINGS BEFORE THE FOLLOWING DEDUCTIONS ............... 


PML te Oo ee MET oiteace hia ehietel i wld EoD ixlaisiaroqulado@ AB eae 
DIO OTIOUNY Weimer erst ire eG Uae wade Wiacabeqiavetrpe alts 
AACA Z AL Older eee aie ete PR Maus Mclieitar ction anke ple ict tal bara ca bck bree bee 
Foreign exploration costs written Off ........... 00. c cece eee eee 


EARNINGS BEFORE INCOME TAXES 3.2.5 cia enh ak ele eee 
Income taxes (Note 3) 


COL AEY SHED Bae thel hot 1M ERA pene Viena a 8 Sr ARS AT Reel ae a cee tn ea 
INGTCT COCO Re en ee EER ie pralmne nn arab Seen Ue eC ee 


PETE toy Cee ee eth Chem UE Ele gtcieutl nae ale trtabiadg Fe bh islvfelg nin aie 


NET EARNINGS PER SHARE (based on average number 
of shares outstanding during the year) .......... 6... ee ee eens 


1978 1977 
(thousands) 
$144,316 $125,350 
44,031 33,026 
188,347 158,376 
5,572 5,411 
193,919 163,787 
14,840 4 CPI APN 
42,332 28,072 
57,172 41,843 
10,968 8,770 
7,525 4,691 
620 ve 920 
76,285 56,224 
117,634 107,563 
19,741 17,561 
9,065 9,270 
1,111 686 
5,682 — 

35,599 27,517 
82,035 80,046 
26,918 44,341 
14,203 (257) 
41,121 44,084 
$ 40,914 $ 35,962 
$ 1.90 $ 1.67 


CONSOLIDATED STATEMENT OF RETAINED EARNINGS 


For the years ended December 31, 1978 and 1977 


Balance at beginning of year 
OS TES LES URGE st g 27a RNS a8 ogi UR Oe ELSON sa a eg a a 
Adjustment to give retroactive effect to change in 
accounting policy for foreign exchange (Note 1) ...........-..05: 
rst eIena ere RECO R bib ES ae SS Le also wiulw Wletrapala ®t eye 
aR GRIMES oe TEM RMMO ER he She ORG sO ilk ppl aids ple destino inshore ow Gee 
Dividend (1978 — 39¢ per share; 1977 — 32¢ per share).............. 


eee CA IN OP OT CANNER hh biciis vida nee esis temas mesh eldigwe ee 


1978 1977 
(thousands) 

$157,784 $128,311 
— 409 
157,784 128,720 
40,914 35,962 
(8,408) _ (6,898) 
$190,290 $157,784 


CONSOLIDATED STATEMENT OF CHANGES a4 
IN FINANCIAL POSITION 


For the years ended December 31, 1978 and 1977 1978 1977 
(thousands) 
SOURCE OF FUNDS 
Funds generated from operations ..3.......6.<seecs sneer ews $ 90,718 $ 62,738 
bang ternidebt sii wc aan Oe 8 0 Ee ok eae tee a Ree 25,457 4,768 
OTHER ee Ne RAS Tae en aoe ee 6,384 2,216 
122,559 69,722 


APPLICATION OF FUNDS 
Capital expenditures 
Oil and gas 


Land, acquisitionand nrentalse! kilo laa cee kes eee es 14,496 10,606 
Explorations. c3 54 Sollee ae ate te Detar ee lc aaa 48,990 16,955 
Dévelopmient:2s vig iio ese ne Ga a ae eee 4,108 3,305 
Plantand equipments Oisy a Ges ees i aie an 11,584 2,864 
Coal 
band: acquisition shies ales ee oie een oe Ce eg 249 2,744 
Exploration i:s\ cil cicesen ous ah rerio arpa ee riieetn taka lbaras 102 99 
DEVElO DIMEN E lui Gia as Oe eet ae eee ee 1,434 6,760 
Plant. and. equipment. ice ei ee ee eee ee ee wee ees 15,782 17,741 
Minirig:exploration: iio aba ses eek Rae tee iter ee a 1,849 1,521 
Others isis Adee OC i POR oe ee he a ene aaa 2,371 ras 
100,965 62,595 
Reduction. in long ‘term: debt iy oye yet e eager es es 260 114 
DIVIG@R: aay GD Nr ok ee esis ree eee em a 8,408 6,898 
Other investments a4 oi ak oe, Ce ee eee ees 7,022 = 
116,655 69,607 
INCREASE:IN WORKING: CAPITAL oh anas bias nici ener el a : $ 5,904 $ 115 


CHANGES IN ELEMENTS OF WORKING CAPITAL 
Increase (decrease) in current assets 


Cash) icc Ser Ree Le ah oe ae ese Re eae a Soh e3b7 $,- 206 
Short term investments. c.ivicshe Cate eat ah eae cies (43,562) 34,397 
Accounts receivable? io: encau aed Genre 2 Se ee ea hee 12,371 9,063 
lnVentaries. oP DAU ARE lane re Ry RaaLaeee ae einen go ee aes 5,370 765 
Prepaid €xoenses fc bie cee eee a eon ee ea ye ae (713) 2,437 
(26,177) 46,868 

Increase (decrease) in current liabilities 
Bankoaty ics cee coy ot ERE RL EV Ran kia Raoke ee re aal Soe (21,888) 21,888 
Accounts payable and accrued liabilities .................... 15,210 6,661 
Income taxes’ payable! tects aaa eee nee hue eee (15,381) 10,228 
Current portion of long’ termidebt Min gece sa cim ease eee ee (10,022) 7,976 
(32,081) 46,753 
lnctease: in: working:cabital 6:0: vin abi aa barbus Cette Cees 5,904 115 
Working capital at beginning of year.............. ccc cee eee ee 24,995 24,880 
Working-capital at:end ofi year... 0 slairiensy caeea earn $ 30,899 $ 24,995 


NOTES TO FINANCIAL STATEMENTS 


December 31, 1978 and 1977 


1. CHANGE IN ACCOUNTING POLICY 


During 1977 the Company changed its accounting policy with respect to conversion of long term 
debt payable in foreign currencies to Canadian currency. Previously such debt was converted at the 
exchange rate in effect at the end of each period. The revised policy is to state such debt at the rate 
in effect at the date the debt was incurred. This change was adopted retroactively and as a result 
retained earnings as of January 1, 1977 were increased by $409,000 being the adjustment applicable 
to prior years. 


2. PROPERTIES, PLANT AND EQUIPMENT 


1978 1977 
Accumu- Accumu- 
lated lated 
Assets provisions Net Assets provisions Net 
(thousands) (thousands) 
Oil and gas 
(Ceinlekalshcteteies, ite el biol om in aya on youre $400,944 $145,626 $255,318 $335,914 $121,447 $214,467 
WINITe GUS tatesis eee ee 47,930 750 47,180 39,388 503 38,885 
OTerMTOreiGn eich is as ke — — — 5,559 — 5,559 
Coal 
WinitedeStatesetonass sek ean eal: 129,118 9,982 119,136 112,121 6,284 105,837 
Mining 
Gana amacrine oo. martes ito 6,982 132 6,850 5,983 32 5,851 
WintteGeStateSyce mets ean te eeeek s 63 24 39 336 24 312 
Other 
CRI CE eu eae Sai tous Bieri ae eee 11,154 3,422 7,732 8,753 3,146 5,607 


$596,191 $159,936 $436,255 $508,054 $131,536 $376,518 


3. INCOME TAXES 

Deferred income taxes result from timing differences in the recognition of income and expenses 
for income tax and financial statement purposes. The sources of these differences and the tax effect 
of each were as follows: 


1978 1977 
(thousands) 

Capital cost allowance deducted for income tax 

purposes in.excess Of depreciation’. ojo. ess. oe ee oe eee oie $ 1,022 $ a 
Exploration and development expenditures deducted 

for income tax purposes in excess of depletion ................. 16,017 ree 
Foreign exploration written off in excess of deduction 

currently allowed for income tax purposes ................-.5-5 (2,456) =F 
hp OPS GE he 8 1 Ss eee Deen oe eee rene ee ee area (380) __ (266) 


$14,203 $ (257) 
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Total income tax expense was $41,121,000 in 1978 and $44,084,000 in 1977, effective rates of 
50% and 55% on earnings before income taxes respectively. Such income tax expense varies from 
the amounts that would be computed by applying the combined Canadian federal and provincial 
income tax rates of 47% to earnings before income taxes for the following reasons: 


1978 1977 
% of % of 
pre-tax pre-tax 
Amount earnings Amount earnings 
(thousands) (thousands) 
Computed income tax expense ........... $38,556 47 $37,622 47 
Increase (decrease) in income taxes 
resulting from: 
Non-deductible royalties, 
mineral taxes and other expense 
less federal resource allowance 
and provincial rebates ................ 13,896 17 10,659 13 
Income tax depletion and frontier 
exploration allowances ............... (10,364) (13) (2,465) (3) 
OTEK te aa Oe en ML a ni ean Sot ea (967) (1) (1,732) (2) 
Income tax expense! st vasa le $41,121 50 $44,084 55 
4, LONG TERM DEBT 
1978 1977 
(thousands) 


9%4% notes due in 1998, subject to repayments 
commencing in. 1981 ($30;000;000 US) eco rr ie tse $31,172 $ — 
Bank loan due in 1984, with interest currently at 
12% but subject to adjustment at least annually 
($30,000;000 U.S) iii re ae ean eka resi b tu Mid aim Miia aia tat 31,169 ee 
Commercial paper (see 4(a) below) 
Issued at an average interest cost of 1978 — 10.0%; 
1977 — 7.3% and maturing on varying dates within 
OMG VOAR fo ya an CANS hie ae ALE eA sta a eat 3,433 16,673 
Issued at an average interest cost of 1978 — 8.5%; 
1977 — 6.8% and maturing on varying dates within 


one year (1978 — $246,000 U.S.; 1977 — $30,241,000 U.S.) ..... 286 30,769 
Bank loan with interest at 7.6% and due within one 
year (See 4(a) below) ($15,000,000 U.S.) ..............0 0.22000. — 15,363 
10%4% office building mortgage due in 1994, subject 
fo repayments: comMeNcing iin TBO .3 Bae Be a aes tl aa 12,000 ar 
OPO soe Pag Ae hc ce a edo cl ae Ng Ee 2,548 2,628 
80,608 65,433 
LESS CUTFENT; DOTUOM: Jy chi lee oii eae CRs UL Re Seas a eas 1,052 11,074 
$79,556 $54,359 


(a) The commercial paper issued and $15,000,000 U.S. bank loan were made pursuant to a long 
term financing plan. The plan is supported by offers of credit facilities from Canadian and 
United States banks totalling $30,000,000 available in Canadian or U.S. funds and 


(b) 


(c) 


$45,000,000 available in U.S. funds. Under the terms of the agreements the facilities expire 
as follows: 1979 — $13,000,000; 1980 — $25,000,000; 1981 — $14,000,000; and $23,000,000 
until cancelled after 13 months notice. These credit facilities are subject to standby fees of 
3/g of 1% or less and may be reduced at the Company’s option on 60 days or less notice, 
except as to $15,000,000 which requires 13 months notice. The Company also has the right 
to convert the facilities into term loans repayable in: 1979 — $13,333,000; 1980 — 
$34,333,000 and 1981 — $27,334,000. 


Long term debt repayments for the next six years are: 1979 — $1,052,000; 1980 — 
$1,149,000; 1981 — $4,122,000; 1982 — $2,075,000; 1983 — $1,895,000 and 1984 — 
$33,068,000. 


If the long term debt payable in United States funds were translated at the exchange rate in 
effect at the end of the year, long term debt would have been $88,500,000 at December 31, 
1978 (1977 — $57,814,000). 


5. LINES OF BUSINESS INFORMATION 


The following relates to the Company’s main lines of activity. Oil and gas operations are con- 
ducted primarily in Canada. All of the Company's coal operations are in the United States. 


1978 1977 
(thousands) 
Income 
Shae eC ER URES I a Gan a Mt aie Naa nt a $149,636 $130,307 
BOM ne heme roe RMN ECOL an MN LEN af merle. 44,283 33,480 
iT GVA AS INL) je SA otis aR Us i at Sat Re a a —_ aa 
$193,919 $163,787 
Operating profit (loss) 
CPARGNGAS RE EUL NUL ern i miblunwuinne BEN Cu NCTM URALD amie, Cue $ 95,839 $ 86,174 
EOE ES RAE AMS) YAEL aE TEP a GS) PRGA UP a Re a (4,813) (288) 
UT a CN Aa RR aoe ed Ora oe GOOG a Seg AL Ae GL tel A OO (1,111) (686) 
89,915 85,200 
Less interest expense, foreign exchange gains and 
losses, and general corporate expenses ............. 0 cee ee eee 7,880 5,154 
Pani stOerOreyiNCOMe taXOS' isis ak ka oils vseace Vp ble wileiceew eects s 82,035 80,046 
Pere HARGG EM ua en tines tbs Cele mr aU LOR Res ie yi ' oi Oe 41,121 44,084 
DISA DOSEL ER EAL L nh Gtls uke ce wot leArh kad la ao ekns be $ 40,914 $ 35,962 


Depletion, depreciation, amortization and foreign aia tanist costs deducted in determining the 
above operating profits (losses) follows: 


1978 1977 
(thousands) 
RMIT SR PEC TPPerGr UCC cin tre l hah SL eee els eS aatbie elite $ 30,488 $ 23,819 
Rem GOLDEN T ES Mae go. h Lik Gite Sa biolsielc of b bk Sale bias Veo lets 4,000 3,012 
Per IneMTeeens PEER eRMr Bre ere ei ee os aE EW ei ale eau ey phe wale 1,111 686 


$ 35,599 $ 27,517 


2/ 


28 


The aggregate carrying value of assets for each line of business as at December 31, 1978 and 
1977 is as follows: 


1978 1977 
(thousands) 

Oil and gas 

Canada ir epee. Bah i OS Om Aiea Bone i ae a ea $315,612 $310,049 

UniteGi States ocr Peo cai Wet ae Le teak ee te one ee ce 50,794 39,434 

Other foreiqns 2s eevee eh eae ee ie Pe eee Rae eke — 5,565 
Coal 

United States ace eee ok cee Cae ee eRe ake caer Ru ge wre ed 138,148 121,540 
Mining 

Canada ore eee eee vue te ee ae ee te Gc a occa ean Onan te 6,850 5,851 

United! Statesac ho. See Bee ae cea eeu Ge Benen er ee 39 312 
Other 

Canada iicclars Sheek ES ruth s RRBs ee Riek le Ghee eee wR ieee UEe a aie 7,704 ~ 5 607 

Other foreign eee eek Oe aN eae Ge eae A ee ns eat aa 9,036 ae 

$528,183 $488,358 


Gross revenue from oil and gas includes sales after royalties of 1978 — $66,802,000; 1977 — 
$55,512,000 to Alberta Petroleum Marketing Commission (a government agency which is the sole 
purchaser of oil in Alberta) and 1978 — $49,924,000; 1977 — $45,552,000 to Consolidated Natural 
Gas Limited (purchaser of gas from the Company’s Ram River plant). 


6. QUARTERLY FINANCIAL INFORMATION (Unaudited) 


1st Quarter 2nd Quarter 3rd Quarter 4th Quarter 
978 er |g nares rE haar 7) are ee ne 
(thousands) 
INCOME ne. $39,925 $37,619 \ $46,870 $35,523 $50,320 $43,035 $56,804 $47,610 
Expenses .... 12,653 12,365 17,978 12,894 21,053 14,834 24,601 16,131 
Other 
deductions . 6,943 6,146 6,535 5,566 7,278 6,434 14,843 9,371 
Income 
taxes eieoe 12,768 10,918 11,019 9,195 11,224 12,895 6,110 11,076 


Netearnings $ 7,561 $ 8,190 $11,338 $ 7,868 $10,765 $ 8,872 $11,250 $11,032 


Net earnings 
per share ,.. $ 0.35 $ 0.38°-$. 0.53 °$:'0.36))'$ 0:50 >$) 042° S$: 052°°3 0:51 


7. SUBSEQUENT EVENT 


During January 1979 the Company purchased substantially all the shares of Universal Gas Co. 
Ltd., a company engaged in exploration and production of oil and gas principally in Alberta. The 
total acquisition cost, including shares still to be acquired and related expenses is expected to be 
approximately $23,000,000 being financed by bank loans. 


8. OTHER INFORMATION 
(a) Fees and remuneration paid to directors and officers follows: 


1978 1977 
RASS Or CINECTORSEN bre aah pli te sale ht ST 12(1) 10(4) 
Number of directors. who received fees as directors........... 3 A( 4) 
Number of officers who are directors .........0. 00.00 cece eee 3(2) 2 
POIOLGGate CireCtOrs. fees Fo wee aan oe Ona Coy $15,000 $17,000 
AIO SNOT OMICE G22 pat nha canted Shea auc te Suan wigtvelela miaketasenn 12(3) 10(4) 
MaGregate onicers: TeMmMuUimeration’. 62. ke ew lelcc es ee $713,000 $463,000 


Notes: 


(1) including three who ceased to hold office in 1978 
(2) including one who ceased to hold office in 1978 
(3) including two who ceased to hold office in 1978 
(4) including one who ceased to hold office in 1977 


(b) The Company through formal pension plans and coal union health and retirement benefit 
plans provides for pensions for substantially all employees. Costs for such plans which are 
funded as accrued were: 1978 — $2,061,000; 1977 — $1,673,000. The plans are fully funded. 


(c) The annual rental obligations for buildings and equipment under long term leases are: 1979 
— $3,193,000; 1980 — $2,691,000; 1981 — $2,129,000; 1982 — $1,676,000; 1983 — $1,398,000 
and $3,090,000 thereafter. Actual rental expense for 1978 was $3,991,000 and 1977 was 
$3,501,000. 


(d) The Company has provided certain information in Form 10-K with the United States Sec- 
urities and Exchange Commission (a copy is available on request) with respect to the esti- 
mated replacement cost of certain assets and the related effect of such costs on deprecia- 
tion expense for the year. 


AUDITORS’ REPORT 


The Shareholders 
Aquitaine Company of Canada Ltd. 


We have examined the consolidated balance sheet of Aquitaine Company of Canada Ltd. as at 
December 31, 1978 and 1977 and the consolidated statements of net earnings, retained earnings and 
changes in financial position for the years then ended. Our examination was made in accordance 
with generally accepted auditing standards, and accordingly included such tests and other proce- 
dures as we considered necessary in the circumstances. 


In our opinion, these consolidated financial statements present fairly the financial position of the 
Company as at December 31, 1978 and 1977 and the results of its operations and the changes in its 
financial position for the years then ended in accordance with generally accepted accounting princi- 
ples applied on a consistent basis. 


Calgary, Alberta Touche Ross & Co. 
February 13, 1979 Chartered Accountants 
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TEN YEAR SUMMARY OF FINANCIAL AND OPERATING DATA 


FINANCIAL (1) 
EARNINGS 1978 1977 1976 1975 1974 1973 1972 1971 1970 1969 
Income : 
Sales — oil and gas liquids ...................005. 71,067 63,230 56,014 51,550 45,302 34,936 26,546 21,358 18,180 14,546 
GASH oked MARAlaghit eee oakoOh tel tO ME esta suas 53,948 48,754 43,262 23,274 12,803 13,639 9,568 1,581 1,140 627 
ATi SUPE G vag stotad whine seu cia CUAL ISaan habe T ey ean aa 10,644 7,619 5,040 eels 6,904 (100) 270 60 88 147 
COMM Haga able inte tai etn vipneahe ahd te 44,031 33,026 30,185 22,459 _ — = aes a Gk 
Other oil and gas production income...... ye URGE 8,657 5,747 4,830 1,249 — — —_ — ro ra 
Total production income ................. eee eee 188,347 158,376 139,331 105,745 65,009 48,475 36,384 22,999 19,408 15,320 
Investment and other income............0c00e ee ee 5,572 5,411 4,361 4,362 5,035 4,842 4,216 4,264 7,301 5,882 
TOtalincOmes tosh wae sane otal non a eeiat aaa e 193,919 163,787 143,692 110,107 70,044 53,317 40,600 27,263 26,709 21,202 
Expenses 
Operating — oil and gaS......... 0. cece cece eee 14,840 13,771 12,038 10,612 8,374 6,331 5,179 2,083 2,373 2,192 
CORN ra Mat ac dnd on sas el abe ORG ibd ON aE 42,332 28,072 21,862 16,607 — = so ae iat = 
Administrative cia s37) Mere Na a or 10,968 8,770 8,409 5,908 3,185 2,780 2,640 1,226 896 937 
Interests ec AA Rae Ma ery aes apa 7,525 4,691 4,305 3,865 287 - 629 712 610 3,345 3,556 
R@SCARCNS isso. sletis Balin mae tel spee nia bins ta eect aN 620 920 944 1,039 841 716 890 600 — — 
Depletion, depreciation and amortization .......... 29,917 27,517 25,245 23,605 20,609 19,521 12,242 5,566 4,501 2,944 
Foreign exploration costs written off .............. 5,682 — _ — — a a — = a 
TOtalHOxPONSES ini a)iit ence a eal his ntact abe baa eet 111,884 83,741 72,803 61,636 33,296 29,977 21,663 10,085 A115 9,629 
Extraordinarygain sek uscaas tac asa tea ela aa = — — a — _ — = 1,341 815 
Net earnings before income taxes ..............5-. 82,035 80,046 70,889 48,471 36,748 23,340 18,937 17,178 16,935 12,388 
Income taxes — current ..........0.0 cece eee ee ee eee 26,918 44,341 26,879 14,640 —_ —_ = == eae <r 
= GOTErOG: s.c re des Voto eta ckeu il de gene 14,203 (257) 9,958 5,537 15,296 7,000 5,720 5,400 4,870 3,569 
Net)earmings s:.4ic sued bine dilcdrt tomes atu atelereiuid tae eiabe unos 40,914 35,962 34,052 28,294 21,452 16,340 13,217 11,778 12,065 8,819 
Per SWares cis ass Racine cia save elated ube anes ea ha 1.90 1.67 1.62 1.37 1.04 0.79 0.64 0.57 0.58 0.45 
Funds generated from operations .................. 90,718 62,738 69,765 57,018 Bijso7. 42,861 31,179 22,744 20,095 14,517 
PER SHareisines MaMieck ca kiec! ine aay anal eren ee oben 4.21 2.91 3.32 2.76 2.78 2.08 1.51 1.10 0.97 0.75 
Dividends asec As cranny tit a hee Te ne eee Ae EE 8 A408 6,898 6,188 6,188 6,188 4,126 3,094 — oe =e 
PBr shares cece tanh ciacta ts eg ht ees Stet Cae encoun tee 0.39 0.32 0.30 0.30 0.30 0.20 0.15 = = res 
Net earnings by lines of business 
Oiliand'Gas(2) wet swiss sais eel ee ct eee aon 95,839 86,174 74,184 50,716 38,317 24,940 19,877 17,788 18,938 15,129 
Oto Ft bd SUES PS Breet One ne te NR cca Re as yl san mare ty oaks Ae ef my bale (4,813) (288) 2,915 2,379 = a ra =< a ra, 
IVNPIRFAQT Sioe ahaha dar ahve 0 hava 1a POR Ca UL apeatonk nme IL ote (1,111) (686) (1,840) (686) (1,282) (971) (228) _ Sig a 
Unallocated!) i5 chia ueaG eras si pee a ae stan oe aera (7,880) (5,154) (4,370) (3,938) (287) (629) (712) (610) (2,003) (2,741) 
Incomejtaxess tyke id sate raha eer uae (41,121) (44,084) (36,837) (20,177) (15,296) (7,000) (5,720) (5,400) (4,870) (3,569) 
PEE AP RTA TCE Ste ETM AROMA Nesta ashi Ae en DEM sapere ERR LEASE Ee NUT oh SS ped fe Rds SU SE Ses a eR eb Eb ieee 
FINANCIAL POSITION 
Working capital sid tian aga avian s clan Ohara ees a 30,899 24,995 24,880 6,757 18,689 14,350 9,996 28,598 24,278 55,928 
Investments and other assets ..............2000005 12,804 6,539 7,227 3,621 3,986 3,575 5,955 5,840 5,532 4,797 
Properties, plant and equipment — net ............ 436,255 376,518 342,483 326,507 237,455 217,551 213,314 188,456 145,513 118,435 
Deferred:income: cA eisltaet anor aleavesiineaee ate _ — — 14,852 23,252 29,026 42,059 51,791 21,232 5,723 
Long term debt ji Asan sales ee a coe et re ote ee 79,556 54,359 49,704 55,894 1,619 1,751 S707, 1,704 1,787 38,003 
Deferred) incomeitaxes. iio cho uian yee ieee 78,524 64,321 64,578 54,620 45,846 30,550 23,550 17,830 12,430 7,560 
Shareholders equity ims sachicuts ssh wala eee ee 321,878 289,372 260,308 211,519 189,413 174,149 161,879 151,569 139,874 127,874 
PROPERTIES, PLANT AND EQUIPMENT 
Gross investment 
Oiliand: gas Canada iis vasa sien ouhos wah elkbaiee 400,944 335,914 308,598 294,205 268,636 237,498 216,754 180,828 134,107 105,063 
as UnitediStatesny ste ties delete 47,930 39,388 34,120 35,121 21,262 13,879 12,556 12,107 11,679 10,948 
= Other foreign 32 fusaucly ueeodeae ares — 5,559 5,074 1,278 - — _ _ — = 
Coal = United States. oii. Ua. tain euiceee slant 129,118 112,121 86,397 69,417 — _ ~ — = a 
Mining Sa Canada yo) ite Mart tes ce anc 6,982 5,983 5,185 6,021 4,737 4,329 4,073 3,334 2,284 937 
— United States) jie ah yank ek eed 63 336 157 62 _— = a =F os + 
Other srr Canedayc tite hse atte ini Sia alana MEO 11,154 8,753 8,753 8,753 8,753 8,753 8,752 8,751 8,574 8,219 
596,191 508,054 448,284 414,857 303,388 264,459 242,135 205,020 156,644 125,167 
Net investment 
Oiliand! gas! Canada. 25 sleek ee ack PL 255,318 214,467 210,239 211,021 204,727 192,230 189,331 165,163 123,439 98,420 
a UMUTCR State@S \ 5 ois uve utakdsig cok see's 47,180 38,885 33,801 34,267 21,247 13,877 12,555 12,104 11,677 10,948 
PAOTNSR FOREIGK i/o ok deed Shas asi ehh —_ 5,559 5,074 1,278 _— — _— — _ _ 
Coal =—WUMited ‘Statess u.5 dished duawahametans 119,136 105,837 82,050 67,640 _ —_ = ae a a 
Mining Sa CANAGAM 2 fa) Ac Al ude lee 6,850 5,851 5,185 5,866 4,737 4,329 3,943 3,334 2,284 937 
sa United States es 5 bee ee ee 39 312 144 62 _ = = A ae i 
Other Sa GAGAG at awa o cle he tabla aa 7,732 5,607 5,990 6,373 6,744 7,115 7,485 7,855 8,113 8,130 
436,255 376,518 342,483 326,507 237,455 217,551 213,314 188,456 145,513 118,435 


CAPITAL EXPENDITURES 1978 1977 1976 1975 1974 1973 1972 1971 1970 1969 
Oil and gas 
Land acquisition and rentals .................0.055 14,496 10,606 5,868 3,752 6,285 3,021 3,760 1,683 3,041 15,479 
Bem Rs UATPRMA A Eee vera ty iL Suis iaRe Wi deiot Woe stale ete & duane 48,990 16,955 20,990 22,778 12,730 AZ QI2 10,919 13,276 10,856 
DEMOED GUE CT TUIIG) «ais bienta nocialy idles ok Sud pacalel a ets 4,108 3,305 3,961 1,948 1,054 987 2,597 2,005 5,010 629 
TCG GOLIDINIGNT: sisson ore bods ecarc s uae vv ve ies 11,584 2,864 2,249 9,565 18,699 6,592 22,173 32,694 8,472 1,902 
Coal 
LN TASC STA Oa sO nn 249 2,744 1,641 2,807 — —- — — as aa 
ESSE PUSS Ad SS BIR Oe a 102 99 253 — “= — _— = 2 a 
esas eS DEST SEN I Ui eeoie oh foie taht Sicle, costs be tie i oes oe 1,434 6,760 1,614 _ — — _ — _ — 
PNGIDANGIECUIDIMONt sa oc sie bine cidalovice sonics Cals 15,782 17,741 13,725 5,623 — _ —_ — —_ = 
RENAME Pe Lie et ceek ed aie besicik vette Lider a haskeGle acots 1,849 1,521 1,230 1,817 1,690 1,523 802 1,050 1,347 763 
GE  bAST EI 2 2S) RGIS So ean At nena ata 2,371 — — — -- 1 1 177 355 4,680 


100,965 62,595 51,531 48,290 40,458 24,895 38,445 48,528 i 31,501 34,309 


ACQUISITION OF OTHER COMPANIES ......... _ — 16,690 60,646 — — -— — Ua at hee wes 
OPERATING 
SALES (2) 
Oil and gas liquids (thousands of barrels per day) 
PRES mRETEEOV ALY 8. Rite yesh as irs 2M ride ic w Gide 6 hele a a abe 29.7 30.6 31.5 Sad 36.6 38.1 32.9 26.8 25.1 20.9 
MUBLEAROM EIR ast R vara oh aR rt Sakon ag Soicis eoscels we adrae 16.0 17.0 18.1 19.8 22.9 31.6 27.4 22.3 20.9 17.4 
Gas (millions of cubic feet per day) 
PIPRCETEOV AIL VR lat teres Siete adele iecla binete sie gicg 145.5 156.5 174.9 180.0 194.7 212.3 151.7 33.2 24.1 11.6 
LOE PAHO} ET Ye 2g Co Ny oo a 92.1 104.8 124.7 149.7 175.6 197.1 136.0 29.0 21.1 10.2 
Sulphur (thousands of long tons) 
BPE OV GRY: whi tate len sleiae acters ls abosiais Fikeo cel eres 630 541 309 273 457 136 88 8 9 21 
RSI FERYSLENY OS CER RIS t/a 545 473 273 244 434 131 7653 7 8 19 
Coal (thousands of short tons) ............00... 000 1,264 1,248 1,376 998 — — — ree oe a 
SULPHUR PRODUCTION 
(thousands of |ONg tONS):.o.).wvebcssescrescccecess 981 1,025 983 879 976 1,013 472 27 25 25 


NET ACREAGE HOLDINGS (thousands) 


Murandigas — Canada . iii. doe eee be ce te 25,009 32,690 35,181 18,838 25,273 27,552 31,594 37,167 43,061 42,463 
ee TOGO LALOS) in alk ossee es tersla acess eee 367 414 448 547 152 24 24 24 24 7 
Eee MOTNOMNDIGIGM IL Kevicies asc lieiiaiessiice Sides _ 388 388 836 _ —— aa Fah ox? 1g 

Coal IMTOO ISTALES On: sails Ps neti sisais wiv sya 26 30 33 32 — -— — — oe ore 

Mining SCAN AGG ate mec eRe ae See a fates stabin cme 99 117 209 371 1,075 1,484 2,523 2,358 3,501 2,419 


RESERVES (before royalties) (2) 
Oil and gas liquids 


PeTNONS Of DalrGlsS)shicy cs ae ce edcn cantata cewchicus. 126 132 142 153 165 177 191 224 235 259 
Gas 
MTMONS OF GUbIC PEAT) fish cs de eee ee wees as 722 672 712 823 880 950 1,090 1,200 1,119 745 
Sulphur 
MIMUOMSONIONGIONS) sc Goes a linnicl ciscdaeaces Base 11 12 13 13 13 13 14 13 10 3 
Coal 
MaAHMOMS OF SHOrt TONS) ie sve Selec oes eiscleeeiee hs 68 56 57 57 — — —_— a aa = 
EMPLOYEES at year end .................0.00. 1,086 888 802 751 354 348 350 335 272 270 
SHARES OUTSTANDING (thousands) 
STNG ZIa10 te a 2 SONS ie tr doe SP ne ae 21,558 21,558 21,558 20,628 20,628 20,628 20,626 20,616 20,613 20,606 


SIGNIFICANT EVENTS 


1971 — Acquisition of Banff Oil Ltd. completed. The above information for 1969 and 1970 includes the operations of Banff as the acquisition was accounted for 
Partly as a ‘‘pooling of interests’’ and partly as a “purchase”. 

1972 — Production commenced from Strachan-Ricinus fields. 

1975 — Acquisition of Westrans Industries, Inc. (now Aquitaine Pennsylvania, Inc.) completed. With this acquisition the Company commenced operations in the 
coal business. 

1976 — Acquisition of Elf Oil Exploration and Production Canada Ltd. completed. The acquisition resulted in the addition of some 19 million net acres, primarily 
in the frontier areas of Canada. 


— Sale of certain United States oil and gas properties and Beacon Hill gas field. 


NOTES: 


(1) All dollar amounts, except amounts per share, are in thousands of Canadian dollars. 
(2) Oil and gas operations are primarily in Canada; coal operations are in the United States. 
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